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GURREI^T DEmOKlgllS 

NORTi^ERN DIVISIONS Hie conversion of the Costa Rican Arny into a police 
force will not redisoe the neglieible Tnilitaxy capabilities of that coun¬ 
try (p. 2). 

CMimi DIVISION: Bcuador's Plaza administration is threatened by the 
trend toward xmification of leftist elements (p, 2). 

SOUTHERN DlVISims Paraguay’s President Kolas Lopez Is shifting toward 
personal rule and Argentine orientation (p, 2). 
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1, CC6TA RICA: Ihe conversion of the Costa Rican amy into a police 
foyoe — the Gxardia Civil •— will have little effect 
on future Centai*al American power^balance rivaltles. Ihe same nunt- 
ber of men will remain under arms: 1^:5 men and 35 officers who 
were in the original army and 1,525 men formerly members of the 
customs guard and the traffic police. The proposed training pro"' 
gram that provides for the sending of 20 policemen every six 
weeks to the US Arny Military Police School in the Panama Canal Zone 
and the conversion of the US Arny”supervised llilitary %hool at 
Guadeloupe into & police training school — stm under IB Amy 
supervision will not, it is believed, reduce the negligible 
military capabilities of the country. 


^ positions of ' 

tira^ o?the ^ opposition up to the 

>,^ 4 , ^ liberal raeetxng was uncertain, is evidently taking 

of leftists* canp. The leftist oSentatifn 

K participation in the Llga del 

Sctlne^lfJi ^ provides a con¬ 

necting link between tne military and political anti-Plaza elements 

■ 4 . 1 , 4 ^^ successful exploitation of the possibilities inher- 

sSbSiS^o/tr^S'^*”^ constitute a major threat to the 

Plata’s hold on the popu- 


5, PARAQUiCf: t oward Personal Rule and Argentine 

a) the I'^'arren reports the Embassy's convictions thdt 

wS ^ ^ beginning to orient its course 

Argent^ and (2) President Ifolas, who is gradually growing 
stmnger at the ejqpense of the Democratic ColoradS^with whom he ^ 
shams government responsibilities, now desires to be President in 
fact as well as in name. Tlie Ambassador comments that if the above 
go^s tme, it means that Paraguay is again headedlorlunSif aS 
that US interesto in democracy will not be well served, 

Jconcurs with EM>assy Asuncion to the extent of 

I A J2I 1£rHI T T _ l . 


J. , tj,: — Aouncion zo ^ne extent or 

ageing tot isolaa will maks every olfort to consolidate the gov- 
em*nt under hie control and et the saaa, tto atrive toward cloL 
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relati^i^ wlUi Argentina* ihe fact that Argentina paraotioally conr 
trola i’aragmyan (uq>ort trade places the latter oonntry to sooa 
exWt Mthln the natural ^here of Influence of the former, and 
the iBOt'e on Itolas* part to mend the rather bad ArgentinerParaguayan 
ralatl^ of the last two yeara may be considered on3y a recc^ni- 
tion of the economic “facts of life**, ^ere is in Paraguay, homr* 
ever, a strong feeling within certain grotpa that titelr country 
mvBSt, In order to maintain any raality of natiwial irsiependence, 
to somi$ extent balance A3ng«itine against Brasilian influence, 

These groups can be expected to oppose any rush into the Argentine 
caag>. In addition, the Democratio Colorados may be oqjeoted to 
resist any atteupt by the President to reduce the i>arty to a sub* 
ordinate position, Purthermore, both the Domooratic Coloradoa and 
other groups will resist an effort cai the President’s part to as¬ 
sume a dictatorial role. Therefore, the dsgree of tunaoil in Para¬ 
guay \?111 depend on the extent of Molas* moves, rather Umn the^ 
direotion] the outoome of such turmoil would depend, as always in 
Paraguay^ c® the posltiwi talcesi by the armed forces. 
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Si/n>-ificance of liecent Caribbean Legion Activities 


l^ecent revolutiomry activity in the Caribbean area, involving the 
shift of the Caribbean Legion’s base of operations frcan Costa Rica to 
Cnjatemala, increases the possibility of violence sonseirher© in tlie Caritr- 
bean in the near future. Indications have been growing recently that 
the liOgion is fonnulating operational plans and has the anas v/i.th which 
to jBount a formidable attack. 

These facts. In addition to a gradual shift in the balance of power 
favorable to such countries as Costa Hica, Cuba, and Guatemala (the 
countries actively suj^rting the Caribbean Legion), aiigment lasjertainty 
in the.region and encourage the revolutionaries to take action. Although 
no clue to the direction of such an attack can be rou!id in the present 
grouping of forces in. Guatemala, the most likely targets of the Caribbean 
Legion ares (l) the Panamanian Government, against which the Legion 
might act in collaboration with Arias partisans who seek to overthrow 
the bfaa govornmenti (2) the Somoza regime in Nicaraguaj and (3) the 
Tru^ill-O government in the Dominioan Republic, The Caribbean Legion is 
likely, as cover for its real attack, to engage in preliminary feints 
and maneuvers intended to confuse observers. However, an outbreak of 
fighting in the Caribbean area — regardless of its irmediate point of 
focus — wDTjld aggravate the complex governmental interrelationships ard 
could result in consd-derable bloodshed and a widespread breakdown of 
hemispheric solidarity, (Published in CIA Vfeekly, 17 Jbn h9i based on 
CIA Intelligence Jfemorandum 1S6, 16 Jxm I 4 . 9 .) 



h. 
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The Current Situation in Venezuela 




2^X1 


era 


i Hie situation in Venezuela is at fMs time gen- 
avorable for the US. Prosjsects for continued poll- 


ijJ 5 >roved, The proposed national budget 
cut will not seriously interfere id.th the amw-‘s purely 
miliary program. The curtailment in oil production has 
not jeopardized Venezuela‘s economic stability} prospects 
for the de-welopment of ir«i production continue to be 
bright. The government continues to be distrustful of the 
^bor unions, and continues its careful surveillance of 
the CoBBttunists. Ihe government of Venezuela can be esx?- 
pected to support the US in major International issues.) 

Political 

ccmtinued stability have generally Improved, despite 
considerable hostility towards the junta, 

® AD ra^rs and anong leaders within the government, and de^ 

Into an 

The Increased effectiveness of the military junta*s control over 

or sindlar incidents since early luarch. Ihe junta is exercising control 
^ prou?Jtly with potential troubleiaaters in 

firing ^rlo Vargas and Tomas Mendoza from active 
service and transferring Jose Elio Vargas to Caracas)} by pursuing a 
- Vigorous investigation of Corntgunist and labor actlvi ti wa } | 


25X1 


thoiiPh ^ eenerally suppressed, al~ 

^ permitted to hold a convention! th« 

first full-sca le political meeting since the coup. I- ^ 

-1 Jjmta me^rs have approached Dr. Caraccioia Parra Perez as 

tkin'r n ATI n f ^ _ _ 'r 


“F^^^raie^^didential candidate, there has been no promise that elec- 
t^ ^ the near future, and there is no convincing evidence 

l^esses^ prepared to pearmit any return to normal constitutional 

■In 1 t» political stability continues to be the aiuy, since it 

i ingpTObable that any movement to divide or overthro-w the junta could 
succeed without amy support. Iteporfcs of disunity wi^in the any have 
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markedly decreased, although the possibility of an alignment of officers 
opposed to Perez Jimenez cannot be ignored. 

In spite of the eontlnued need for vigilance and use of the police 
power, the junta is no longer xmder the necessity of dealing exclusively 
with the ppobl«u of self-preservation, but is now in a position to turh 
its attention more and more to the reqtdrements of normal governmental 
adiidnistration and planning. 

MOit^ 

capabilities of the armed forces are and will continue to be 
limited to the maintenance of internal order. Within this lindt, the 
anry may be ejqpected to develop into a more efficient organization as 
the training program of the US Amy llission proceeds, and as oi^iers for 
new equipment beoase filled. The proposed 10 percent cut In the 19^+^ 

50 budget may curtail somewhat the present program of expansion of the 
armed forces, although in view of its dependence upon the arn 5 r*s st^port 
the junta will probably apply economy measures to otbM* departn»nts as 
far pKJssible, 

Econcmdc 

““““Tlie present econondc situation is in general, favorable, as is the 
outlook for the immediate f\iture, P etrole um production^ in which US 
security interests are centered (see| |WTcly, 29 liar 49 ) is the prime 25X1 

determinant of economic conditions in Venezuela. Outbacks in oil produce 
tion, begun in January as the result of an oversi 5 )ply in the world market, 
brought the total output for Felaruary to a point 10 percent lower than 
that of the record month of December 19^4^1 production now seems to have 
leveled off at this reduced rate (1,000,000 to 1,200,000 barrels daily), 
and there is no reascai to believe a further decline is iitmlnent, Ihe de¬ 
crease in oil production has not created an unesrployment problem, bscause 
those dismissed have been absorbed in public works or elsemdiere. The e®" 
pected reduction in revenue has caused the government to propose a budget 
10 percent less than that approved for 19?43~9, but even with this cut the 
peroposed budget closely approximates actual government expenditures in 
19i|-7““8, In the field of petapoleim policy, the junta has created a nation¬ 
al Commission on Petroleum and ilineral Policy, whose stated purpose is to 
find the basis for a *• truly national” petrole'am policy. The granting of 
new concessions, suspended since 1945* wiU probably be resumed according 
to a plan -sriiich will favor the sm aller companies and those not previously 
25X1 operating in Venezuela (seel l^ndy, 26 Apr li9). Although the petroleum 

policy now mder consideration may be less favorable to the three major 
conpanies, there is at present no reason to believe that US interests 
will be seriously affected. 
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An economio development of considerable inportance to the CS is the 
exploitation of rioh iron ore deposits south of the Orinoco, Subsidiaries 
of Bethlehem Steel and 16 Steel are preparing installations, and Bethlehem 
eagseote to begin ej^iting ore the end of 19^9, Republic Steel is now 
negotiating for concessions. Within a few years the iron mining industry 
should provide the government with an important souaroe of revenue, and 
should tend to counteract the effects of any long-term decline in petrol¬ 
eum production, 

Venezuela *s position in the field of fotreign trade is unique among 
Latin Aa^rican countries, as that country still enjoys a dollar siarplus. 
Pressure of domestic ma nufact tirers for higher iajjort duties or 
protective <fevices (see I llVkiy, 29 I^Jar 1^9) has led to flie creation of 
a coiMission to stu^ impo3rc duties, aai it is likely that the goverrment 
will formally request renegotiation of the US-Venezi^lan trade agreement. 

The labor unions in Venezuela coriitinue to operate under the 19k7 
Labor Law, and the conls^cts mads laider this law remain in force. The dis¬ 
solution of the co«ntay*a prihcipal labor federation, the CTV (Confedera- 
cion de T^ba 3 adciige 8 YeneaolaTOS/ did not extend to local syndlcai^s, which 
wore reqrajr^^xtjjyibo reor^SIae their directorates. Union funds, frozen 
at the tin® of the coup, have been gradually released. Political activiV 
among the labor unions has been suppressed, since iiie junta cannot at pres¬ 
ent hope for active support from the unions, Itie junta now feels, accord¬ 
ing to Einbas^ reports, that the fonner Minister of Labor, Ctorredor, in 
his zeal to stanp out AD ^fluence, allovwd too mixcsh latitude to the Comr* 
munlst unions and the IMidn Republioana llemooratioa party (URD). Uiis is 
the reason given for tbie ap^in^meni of Jose Ikijas 'Contreras on 3 June to 
replace Corredor. 

Subversive 

Communist Party, tahose greatest potential danger to US interests 
lies in its Influence among the petroleum wflrkei‘s, appears not to have 
greatly strengtliened position in the labor movement, Ihe visit of the 
labor leader Jesus Faria to the trade union ccmgress In Ifescow in March 
coincided w3,th a spate of Soviet propaganda against US petroleum intei^sts 
in Venezuela, Bie juaita has not outlawed the Coianunist Party, not only be¬ 
cause the Parly has avoided provocation, but also, as the junta has ex¬ 
plained, because it wlslies to avoid driving the Communists undergroxnd 
vfoere they might become allied with AD element®. Meanwhile, the junta*s 
Security Police has increased its surveillance of Ccmimiailst activities, 
and strong action against the Party will probably be taken if sufficient 
provocation is given. 

Internat ional 

InT!ii”lhteriiational field two problems in Vemzuela, concerning 
human rights and freedom of association, threatened to provoke a storm of 
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charges and countercharges, but both are now approaching solution. The 
first probleaa arose w!ien Urtiguay proposed to raise in the UN General As- 
soEibly the issue of political pris oners detained without trial in ¥ene^ 
auela since the November coup (see | 3 Kay i|-9). After informal 

consultation witii US officials, Veneausia amourped a pl^n for the grad¬ 
ual reloase of politioal prisoners, Uruguay withdrew its proposal, and 
now it appears that the question is unlikely to arise again, as Venezuela 
appears to be carrying out its program in good faith. A related problem 
•was discussed at the regional confererase of the HO in Kontevideo in liay. 
The oonfer?3noe adopted a mild resolution taking cognizance of alleged vio“ 
latiOTS of f^edom of association of trade unions In Venozu^ and Peru, 
Venezuela, thou^ not participating in the conference, invited the ILO to 
send a coiffiaissioa to investigate labor conditions, Hie coaaEission is err- 
pocted to arrive in June. In ^ite of instaices of Independent action, 
such as the resimpiion of diplcaiatic relations with !^in in Aparil, the 
govemsagnt of Venezuela can be expected to continue to support the US in 
major international issues. 



g. 
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